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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
Laurens Muicipal Light and Power Plant
Laurens, lowa

We have audited the accompanying balance sheots of Laurens Mumwipal Light and Power Plant, a
component unit of City of Laurens, as of and for the years ended December 31, 2007 and 2006 and the related
staternents of revenues, expenses, and changes i net assets and cash flows for the years then ended. These
[inancial statements are the responsibility of the Utility's management. Our responsibility is to express an opinion
on these Hnancial statements based on our audits.

We conducted our audits in accordance with U.S. generally accepted auditing standards and the standards
applicable 1o financial audits contained in Government Auditing Standards, issued by the Comptrolier General of
the United States. Those standards require that we plan and perform the audits to obiain reasonable assurance
about whether the financial statements are free of material misstaternent. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial staternent presentation. We believe that our andits provide a reasonable basis for our opinion.

kb vur opinion, the (inancial statements referred to above present fairly, in all material respects, the financial
position of Lavrens Municipal Light and Power Plant as of December 31, 2007 and 2006, and the changes in its
financial position and ifs cash flows for the years then ended in conformity with U.S. generally accepled
accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated June 23, 2008 on
our consideration of Laurens Mumcipal Light and Power Plant’s internal controf over financial reporting and our
tests of its compliance with cerfain provisions of faws, regulations, contracts, grant agreements, and other matiers.
The purpose of that report is to deseribe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an mitegral part of an audit performed in accordance with Gevernmont
Awiditing Standards and should be considered in assessing the results of our audits.

Management’s Discugsion and Analysis on pages § through 8 is not a required part of ihe financtal
statements, but is supplementary information required by the Governmental Accounting Standards Board. We
have apphed certain limited procedures, which consisted principally of inquiries of management regarding the
mcthods of measurement and presentation of the required supplementary information. However, we did not audit
the information and express no opinion on i

June 23, 2008




MANAGEMENTS DISCUSSION AND ANALYSIS

Laurens Municipal Light and Power Plant provides this Management’s Discussion and Analysis of its financial
staternenis,  This narrative overview and analvsis of the fnancial activities 1 for the year ended December 31,
2007, We encourage readers to consider this information in conjunction with the Utthty's financal statements,
which follow.

FINANCIAL HIGHIIGHTS

@

@

®

The Utility s operating revenues increased 11%. or $227,001, from 2006 to 2007,
The Thility’s operating expenses were 9%, or $187,946, less in 2007 than in 2006.

The Utility’s net assets decreased 2 %, or $94,5306, from December 31, 2000 to December 31, 2007,

USING THIS ANNMNUAL REPORT

Laurens Municipal Light and Power Plant 18 a single Enterprise Fund and presents s {inancial statements
using the economice resources measurement focus and accrual basis of accounting which 1s the same measurement
focus and basis of accounting employed by private sector business enterprises. This discussion and analysis are
irtended to sevve ag an introduction to Lawens Municipal Light and Power Plant’s financial statements. The
annual report consists of a series of fnancial staterments and other information, as folfows:

Management's Discussion and Analysis introduces the financial statermnents and provides an analytical
overview of the Utility’s financial activities.

The Balance Sheets present information on the Utihity's assets and liabilities, with the difference between
the two reported as net assets.  Over time, increases or decreases in net assets may serve as a useful
mdicator of whether the financial position of the Utility 15 improving or deferiorating.

The Statements of Revenues, Expenses and Changes in Net Assets are the baste statement of activities for
proprictary funds. This statement presents information on the Utility’s operating revenues and expenses,
non-operating revenues and expenses, and whether the Utihity’s financial position bas improved or
deteriorated as a result of the year’s activities.

The Statements of Cash Flows present the change in the Utility’s cash and cash equivalents during the
year. This information can assist the user of the report in deternuming how the Uihity financed its
activities and how 1t met its cash requirements.

The Notes to Financial Statements provide additional information essential to a full understanding of the
data provided in the basic financial statements,



FINANCIAL ANALYSIS OF THE UTUHITY

Statement of Net Assels

As noted earbier, net assets may serve over time as a useful indicator of the Utility’s financial position. The
Utility™s net assets for 2007 totaled approximatety $4,771.000. This compares to approximaltely $4,863.000 for
2006, A summary of the Utility’s net assets 18 presented below.

2007 2006
Clurtrent assets £1,429.358 $1,638.320
Other assets ] 1,515,548
Capital assets af cost, less accumulated depreciation 3 3 RAT 65T
Total assets 6.7 _$6.996.525

Current Habilities
Non-current labilities
Total abilities

707,409
1424027

Net assets:

Invested in capital assets, net of related debt 2,407 443 2,223,630
Restricted 396,281 396,195
Unrestricted 1,966,829 ~2.243.264

Total net assets

A portion of the Utility’s net assets (41%) are unrestricted and can be used o meet the Utility’s obligations as
they come due. The invested in capital assets (51%, e.g., land, buildings, and equipment), less the related debt are
resources allocated to capitel assets.  The restricted net assets (8%) represent resources thar are subject to
restrictions as required by the electric revenue bond resolution.
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FINANCIAL ANALYSIS OF THE UTILITY - (Continued)

Statement of Revenues, Expenses and Changes in Net Assets

Operating revenues are received for the sale of electrical energy. Operating expenses are expenses paid to
operate the Utility. Non-operating revenues and expenses are primarily for interest income and mterest expense.
The utilization of capital assets is reflected n the Hinancial statements as depreciation, which allocates the cost of
an asset over 1ts expected wseful life. A summary of revenues, expenses and changes in net assets for the year
ended December 31, 2007, 1s presented below:

Changes in Net Assets

2007 2006
Ciperating revenues:
Sales of electrical energy 52,114,762 $1.899.629
Other operating revenues 191411 179,543

2,306,173 2079172

Operating expenses:

Cost of power 1,520,049 1,374,856
Depreciation and amortization 366,329 348,605
Administrative and general expense 224,807 208,104
Transrmssion expanse 57,884 56,048
Distrabution expenses -~ maintenance 52,351 60,235
Distribution expenses - aperations 58,628 50,738
Taxes 33,571 29,133
Customers’ accounts expense 12,274 1,168
Total operating expenses 2,325 803 2.137.947
Operating loss (197205 {38,775}
Non-operating revenue and expense:
Revenues from merchandising A2 480 33,932
Costs of merchandising 26410 25128
Gross profit 6,070 8,804
Interest earned on mvestments 125,152 118,260
Amortization of bond issue costs (2.406) {2,400)
Tnterest expense {79,012} {47,831}
Deferred patronage allocation 6,802 6,350
Non-operating income 56,606 43,183
Change 1 net assets 36,886 {15,597)
Net assets, beginning of vear 4,865,089 5,109,182
Less: Residual equity transfer to City - funding (100,000} (201.500)
Residual eguity transfer to City - donation (31420 (27.001)
Net assets, end of vear 84 770,553 54,805 089

The Statements of Revenues, Expenses and Changes in Net Assets reflect a negative year with a decrease in
the net assets from 2006 to 2007,

The Ullity’s operating revenues mereased 1%, or 5227001, from 2006 to 2007 because the electric rates
were inereased 10% across the board and the Utility also sold more energy (Kwh) throughoeut the vear.

The Uulity’s operating expenses increased 9%, or $187,946, from 20006 w 2007 because of the volatility of the
power market.
.



FINANCIAL ANALYSIS OF THE UTEHLUTY — (Continued)

Statements of Cash Flows

The Statements of Cash Flows presents intormation related to cash mBows and outflows, summarized by
operating, non-capital financing, capital and related Ginancing, and investing activities.  Cash provided by
operating activities includes charges for service reduced by payments to emplovees and to suppliers. Clash used
from capital and related financing activities ineludes the purchase and construction of utility plant. Cash used by
investing activities includes purchase and sale of certificates of deposits and interest income.

CAPITAL ASSEES

At Decerber 31, 2007, the Utility had approximately $3,830,000 1nvested in capital assets, net of accumulated
depreciation of approximately $5,600,000. Depreciation charges totaled 3361485 for 2007, More detailed
information about the Utility’s capital assets is presented m Note 3 to the financial sistements.

LONG-TERM DEBT

At December 31, 2007, the Utility had 51,435 000 i debt outstanding, a decrease of $195,000 from 2006, The
table below summarizes outstanding debt by type.
2007 2006

Flectric revenue bonds £1.435 600 $1.630 0060

Additional information about the Utility’s long-term debt is presented in Note 4 to the financial statements.

ECONOMIC FACTORS

The currenit condition of the economy in the state continues o be a concern for Utility officiale. Some of the
realities that may poientially become chatlenges for the Unlity to meet are:

e Facilitics et the Unlity require constant mawntenance and upkeep.

¢ Technology continues to expand and current technology becomes outdated presenting an on gomg
challenge to maintam up to date technology at a reasonabie cost.

o With our customers increasing load requirements and the age of Neal 4 Generation Plani, scouring
additional base oad power is an ongoing challenge.

¢ There 1s the potential of new legislation by the Federal and/or State legislature 1o establish Green Energy
and Energy Efficiency requirements for all electric utilities.

CONTACTING THE UTIEITY'S FEINANCIAL MANAGEMENT

This financial report 18 designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the Utihiy's finances and to show the Utility™s accountability for the money 3 recelves. I yvou have
guesttons about this report or need additional financial mformation, contact Laurens Mumnicipal Power and
Communications Utility, 272 N. Third Street, Laurens, fowa.



LAURENS MUNICIPAL LIGHT AND POWER PLANT
BALANCE SHEETS Exdubit A
DECEMBER 31, 2007 AND 2006

ASSETS

2007 2006
UTHITY PLANT
Litihity plant in service $9,393,108 59,051,077
Construction in progress 32955 02,325
9,426,063 6,113,402
Less accumulated depreciation 2292171 2270745
Total net capital assets : 2 37

OTHER ASSETS
Plant acquisition costs - net of amortization

of $92.034 i 2007 and $87,191 in 2006 20,829 23672
Notes receivable — non-current portion 563,425 570,491
Common transmission system ~ capital improvement fund 221.021 168,960
Investments 200,000 300,000
Bond issuance costs - net of amortization
of $22. 838 in 2007 and $20,452 in 2006 16,642 19,048
Rongd improvement tand 100,000 106000
Bond reserve fund 2TE500 273500
Bond retirement sinkmyg fund 22,741 22,695
Deferred patronage refund receivabie 40 48T 38182

Total other assets LA58.685 1,515,548

CURRENT ASSETS

Cash and cash equivalents . 69,608
Temporary cash investments 700,000 G00,000
Accounts receivable (less provisien for
doubtfu! accounts of $11,000 1n 2007 and $5.000 in 2006) 317.625 285,803
Notes receivable - current portion 7,066 6,745
Joint use contract recervable 175,060 165,000
Inventories 151,310 137.902
Accrued interest receivable 42,420 46,466
Prepaid expenses 32,937 26,796
Total current assels CLAZ9 358 1638320

Total assets

(Continued)
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LAURENS MUNICIPAL LIGHT AND POWER PLANT

BALANCE SHEETS
DECEMBER 31, 2007 AND 20006

LIABTLITIES AND NET ASSETS

LONCG-TERM DERT. LESS CURRENT MATURITIES
Flectric revenue bonds - net of unameriized
discount of $8,551 in 2007 and $10,973 in 2006

CURRBENT AND ACCRUED LIABILITIES
Current maturities of revenue bonds
Due to communications utility
Aceounts pavable
Customer deposits
Other current and acerued Labilities
Total current and accrued habilities

NET ASSEES
Invested in capital assets, net of related debr
Restricted
Unrestricted - designated
Unrestricted
Total net assets

Total labilities and net assets

205,000
322,746
126,870
18.557
____________ 56.760

2,407,443
396,281
1,121,021
845808
4,770,553

The accompanying notes are an integral part of this statement.
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2006
$1.424.027

195,000
269,034
162,990
19,774
061
207409

2223 630

396,195
1,363,960
LLBI6.304




LAURENS MUNICIPAL LIGHT AND POWER PLANT
STATEMENTS OF REVENUE, EXPENSES. AND CHANGES IN NET ASSETS Exhibit B
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2000

2007

OPERATING REVENUES $2.306,173 52079172
QPERATING EXPINSES
Cost of power 1,520,049 1,374 856
Depreciation and amortization 366,329 348,605
Admnistrative and general expense 224 807 208,164
Transmussion expense 57,884 56.04%
Diistribution expenses - maintenance 52,351 60,235
Dnstribution expenses - operations 58,628 50,738
Taxes 33571 29,133
Customers' accounis expense 12,274 10,168
Totat operating expenses 2,325,893 2,137 947
Operating loss (19,7200 (38,775)
NON-OPERATING REVENUE AND EXPENSE
Revenues trom merchandising 324860 33932
Costs of merchandising 26,410 25,128
Gross profiy 6,070 8,804
Interest earned on investments 125,152 11R.260
Amortization of bond issue costs {2,406) (2,406)
Interest expense (79.012) {87831
Dieterred patronage allocations 6,802 6,356
Nor-operating income 56,600 43 183
Change m net assets 36,886 {15,592
Net assets, beginning of vear 4,865,089 5,109,182
Tess: Resxdual equity transfer to City - activity funding {100.000) {201,500
Residual equity transter to City - donation {31.422) (27001
Net asgsets, end of vear $4.770.553 £4.805.089

The accompanying notes are an integral part of this statement.
11



LAURENS MUNICIPAL LIGHT ANID POWER PLANT
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2007 AN 2006

2007
INCREASE (DECREASETIN CASH AND CASIHT EQUIVALENTS
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers $2,257.134
Cash paid to suppliers {or goods and services (1, 785.617)

Cash paid to employees for services oz
Net cash provided by operating activities 241,797
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Net repayvment of outstanding checks in excess of bank balance

Advances from telecommunications wtility 33,712
Payments to city 131422

Net cash used in non-capital Hnancing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Acquisition and construction of wility plant (352.720)
Principal paid on bonds {195,000)

Interest paid on bonds AT AAE
Net cash used in capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Investments matured or sold 1,350,000
Purchase of investments {1,102,061)

Collections on notes recervable 6,745

Sale of resale merchandise 32,480
Purchase of resale merchandise {26,410)
Interest received 129,198
Patronage dividends recerved 1,497
Purchase of restricted cash BB
Net cash provided by investing activities 391,363
NETINCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (69,608)

Cash and cash equivalents at beginning of year 59608

CASH AND CASH EQUIVALENTS AT END QF YEAR - S

Exhibit £

2006

$ 2,040,889
(1,734,474}

{118.433)
26,243

L A228,301)

L A320.691)

(218,702}
(185,000}

(85,847

2,141,283
(1,506,050}
6,417
33,932
(25,128)
120,617
1,587
72534

69,608

(Continued)



LAURENS MUNICIPAL LIGHT AND POWER PLANT

STATEMENTS OF CASH FLOWS

FOR THE YEARS E

NRED DECEMBER 37, 2007 AND 2006

RECONCILIATION OF OPERATING LOSS TO CASH

PROVIDED BY OPERATING ACTIVITIES:
Operating loss
Adjustments to reconcile net micome to
cash provided by operations:
Depreciation and amortization
Provistons for bad debts
Changes in assets and labilities:
Increase i aceounts receivable
Increase in inventery
Increase in prepaid expenses
Decrease in deferred debits
Decrease in accounts payable
Decrease in other Habilities

Total adjustments

Net cash provided by operating activities

2007

3 (19.720)

366,329
6,000

(47.822)
(13.409)
(9.141)
(36,120)
L AA320)

$...241.797

Fxhibi O
{Continued)

2006

348,605
4,000

(41,477
(81,515)
(22,219

2,083
(43.042)
{13403

The accompanying notes are an integral part of this statement.
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LAURENS MUNICEPAL LIGHT AND POWER PILANT
NCOTES TO FINANCIAL STATEMENTS
RECEMBER 31 2007 AN 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES

Laurens Municipal Light and Power Plant 1s a component unit of City of Laurens. The Mayor appoints the
trustees of the Utility subject to approval by the City Council. The City Counctl also approves the Utility's
operating budget.

Laurens Municipal Light and Power Plant generates and distributes electne energy to consumers in Laurens,
Towa. Sales of electricity wre hilled om the twenty-fifth of each month for usage through the fitteenth of the
month. As has been done in prior years, an unbilled receivable i the amount of 580,243 has been recorded
($80,477 at December 31, 2006) for the period December 15 through December 31, Lavrens Municipal
Laght end Power Plant 15 billed by their suppliers on a calendar month basis.

The Utility’s fnancial statements are prepared in conformity with accounting principles generally accepted
in the Untred States of America as presceribed by the Governmental Accounting Standard Board.

The preparation of financial statements in conformity with accounting principles generally accepted in the
Umited States of America requires management to make estumates and assumptions that affect the amounts
reported in the financial statements and accompanying notes.  Actual results could differ from those
estimates.

Reporting Entity

For financial reporting purposes, Laurens Municipal Light and Power Plant has included all funds,
organizations, agencies, boards, commussions, and authorities. The Utihity has also considered all potentiai
component units for which it 18 financially accountable and other organizations for which the nature and
significance of their relationship with the Utility are such that exclusion would cause the Utility’s financial
statements to be misleading or incormplete.  The Governmental Accounting Standards Board has set forth
criteria fo be considered m determinmyg financial accountability, These criteria include appointing a voling
majority of an organization's governing body, and (1) the ability of the Utility to impose 1ts will on that
organization oy (2} the potentiat for the organization to provide specific benefits to, or mpose specific
financial burdens on, the Utility. Laurens Municipal Light and Power Plant has no component units which
meet the Governmental Accounting Standards Board critenia.

Basis of Presentation

The accounts of Laurens Municipal Light and Power Plant are organized as an Enterprise Fund. Enterprise
Funds are used to aceount for operations (a) linanced and operated in a2 manner sinyilar to private business
enterprises, where the intent of the governmmg body is the costs {expenses, inchuding depreciationy of
providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges or (b) where the governing body has decided periadic determination of revenues
eamned, expenses incurred, and/or net income iz appropriate for capital maintenance, public policy,
management control, accountabnhity or other purposes.

Measurement Focus and Basis of Accounting

The Dnancial statements are reported using the economic resources measurement focus and the acerual basis
of accourting. Revenues are recorded when camed and expenses are recorded when a Hability is incurred,
regardless of the timing of velated cash flows. Grans and similar itermns are recognized as revenue as soon as
all ehimbility requirements tmposed by the provider have been met.



EAURENS MUNICIPAL LIGHT ANMD POWER PLANT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2000

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Measwrement Focus and Basis of Accounting - (Continued)

The Uiality applies alt applicable GASB pronouncements, as well as the foHlowing pronouncements issued on
or before November M, 1989, unless these pronouncements conflict with or contradict GASB
pronouncements.  Financial Accounting Standards Board Statements and  Interpretations, Accounting
Prineiples Board Opinions, and Accounting Research Bulletins of the Commiltes on Accounting Procedure,

The Utility distinguishes operating revenues and expenses from non-operating items.  Operating revenues
and expenses generally result from providing services and producing and dehvering goods m conmection
with the Utility’s principal ongeing operations, Al revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Cash, Investments. and Cash Bouivalents - Investments are carried at cost which approximates market value,
For the purpose of reporting cash Hows, cash and cash equivalents ave readily convertible to known amounts
ol cash and, at the day of purchase, have a maturity date no longer than three months,

Inventorics - Inventories are stated at the lower of cost or replacement value, Cost is determined on a
wedghted average method,

Lokiy Plant - Unhity plant 15 stated at cost, Cost of labor, materials, supervision, and other costs incurred
making hmprovements and replacements to the system, except minor replacements, are charyed to the plant
accounts while such costs incurred in making normal repairs, minor replacements, and maintaining the essets
in efficient operating condition are charged to expense.

Provisions for depreciation of generating, transmission. and distribution plant are computed on a straight-line
basis employing a group method. The original costs of assets retired (not constituting the sale of an
operating unit or system) together with the costs of removal less salvage are charged 1o the related
accumulated depreciation accounts. In accounting for the sale of operating units or systems, gaing or losses
are reflected in net revenue.

Provisions for depreciation of geperal plam are computed on a straight-line basis employing the unit
depreciation method. The original cost of property retired is removed from the general plant accounts and
the related accurmilated depreciation aceounts are charged for the depreciation taken to date, Gain or loss is
recogmzed to the extent that the salvage value of the assets retired exceeds or falls short of the remaining
ook value of the assets retired.

A ion - The cost of gequiring a portion of the common transmission system is being amortized over
the remaimng usehul life of the assets,

Legal fees and other expenses associated with the ssuance of the efectric vevenue notes are being amortized
on the straight-line method over the term of the bonds, Amortization charged to expense in 2007 and 2006
was 52.406.

Compengated Absences - Utihity emplovees accumulate a limited smount of eamed but unused vacation
hours for subsequent use or for payment upon termination, death, or retirement. The Utdity’s Hability for
accumutated vacation has been computed based on rates of pay m effect at December 31, 2007,

Budgets and Budgetary Accounting - The Board of Trustees annually adopts a budget on the acernal basis
following reguired public notice and hearing in accordance with the Code of lowa. The budget may be
amended duning the year utilizing stmilar statutontdy preseribed procedures.

15



LAURENS MUNICIPAL LIGHT AND POWER PLANT
NOTES TO VINANCIAL STATEMIENTS
DECEMBER 31, 2007 AND 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

The foltowing is a comparison of revenues, expenses, and changes m net assels - actual to budget:
Fmal fo

Budgeted Amounts Actual
Actual Original Final Variance
Roevenues;
Use of money and propesty $ 125152 % 1i15.000 § 125000 £ 152
Charges for services 2.130,865 2,034,000 2,110,000 20,565
Miscetianeous 214,590 214,000 225000 {1041
2,470,607 2,363,000 2,460,000 10,607
Expenses 2433 721 2,313,000 2.410.000 {23.721)
Net 36,886 50,000 50,000 (13,11
Net assets, beginning of year 4,865,085 4 865 (389 4,865 089 -
Residual equity transler to City - funding (100,000} (50,000 {50,000} {30.000)
Residual equity transfer to City - donation {3:.422) - . {31,427
Net assets, end of vear 4770553 54863 089 $4.865 089 § (94 536
DEPOSIES

The Utility's deposits in banks at December 31, 2007, were entirely covered by Federal depository
insurance, or by the State Smkmg Fund w accordance with Chapter 12€ of the Clode of Towa. This chapter
provides for additional assessments against the depositories e wsure there will be no Joss of public funds.

The Utility is authorized by statute tomvest public funds in obligations of the United States government, its
agencies and instrumentalities; certificates of deposit or other evidences of deposit at federally nsured
depository institutions approved by the Board of Trustees; prime eligible bankers scceptances; certain high
rated commercial paper; perfected repurchase agreements; certain registered open-end management
investment companies; certain joint investment trusts; snd warmants or improvement certificates of a
dramage distrct.

In addition, the Utility had investments in the Towa Public Agency Investment Trust which are valued at an
armortized cost of $100.482 pursuant to Rule 2a-7 under the Investment Company Act of 1940,

to be expended in the current budget year or within 15 months of receipt) to instruments that mature within
397 days. Funds not identified as operating funds may be invested in mvestments with naturities longer
than 397 days, but the maturities shall be consistent with the needs and use of the Utility.

The Utility had no investments meeting the disclosure requirements of Governmental Auditing Standards
Board Statement Number 3, as amended by Statemnent 40.

16



LAURENS MUNICIPAL LIGHT AND POWER PLANT
NOTES TO FINANCIAL STATEMENTS

DRDECEMBER 31, 2007 AND 2006

PLANT AND DEPRECIATION PROCEDURES

Listed below are the major classes of plant as of December 31, 2007 and 2006:

2007 2006
Land and tand rights 3 79.912 5 77283
Generatmg plant 2,484,523 2.460,595
Transrission plant 1,065,117 1,057,531
Transmisston plant - Corn Belt 1,164,294 {,109,97%
Distribution plant 1,784,321 1,750,548
Comnmunication plant 2,823,803 2310920
Uther equipment 284 421
Plant in service B

Provision for depreciation and amortization has been computed at straight-line rates over the estimated
uselut Bves of the property.

ELECTRIC REVENUE BONDS

Amual debt service requirements to maturity for revenue bonds are as follows:

Year Ending Revenue Bonds

December 31, Principal Interest Total
2008 § 208,000 $ 68,367 S 273,367
2009 205,000 58,938 263,938
2010 205,000 49,3602 254,302
2611 205,000 39,668 244,668
2012 205,000 29,827 234,827
2013 205,000 19,988 224 988
2614 203,000 A _.214.994
1,435,000 276,084 1,711,084
Less: Current maturities {205,000 - (203,000)
Unamortized discount i8558y , - '

The resotutions providing for the issuance of revenue bonds melude the followmng provisions:

A. The bonds will only be redeemed from the future earnings of the enterprise activity and the bondholders

hold a lien on the future carnings of the funds.

B. Sufficient monihly transfers shall be made to electric revenue sinking account for the purpose of

making the bond principal and interest pavments when due.

C. The Utility is to establish a separate Bond Reserve Account mto which there shatl be set apart and paid

at the time of delivery of the obligations the sum of $273,500.

I3, Additional monthly transfers of $2,600 to the Bond Improvement Fund shall be made until the sum of
$100,000 has been accumulated. This account is restricted for the purpose of paving for necessary

repairs, improvemends. and extension to the system
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EALRENS MUNICIPAL LIGHT AND POWER PLANT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

50 RESTRICTED AND DESIONATED NET ASSETS

Net assets have been restricted and designated m amounts necessary to fund the following specilic reserves:

Restricied:
Bond retirement sinking fund

2007

$ 227781

2006

S 22,695

Bond veserve fund 273,500 273,500
Bond improvement fund 06,000

Urnrestricted:
Designated:

Distribution replacement reserve $ 100,000 8 200000
Contingency, depreciation, and extension ~ 400,000
Generation reserve fund 800,000 600,000
Common transmission system - capital
improvement fund 221021 168960
1,121,021 1,368,960
Undesignated _ 45,808 ...876.304
$1.960,829 $2.245.264
6. NOTERBECEIVABLE
On January 1, 2004, the Utidlity received a note for $194.025 i exchange for the construction of a 69/12.5
KV substation for the City ol Marathon. The note requires monthly payments of $1.288 including interest of
5.00% through February 2024, On March 24, 2006 the Utility loaned $400.000 to Laurens Industrial
Foundation, Inc. to be used for economic development within the city. The terms of the note are interest
only for the first five vears with the principal balance due March 24, 2010,
7. COMMONTRANSMISSION SYSTEM — CAPITAL IMPROVEMENT FUND
This acceunt 18 currently used to record funds deposited with NIMECQA to be used for fulure construction
and/or maintenance of the commaon transmission.
8 PENSION AND RETIREMENT BENEFITS

The Unlity contrebutes to the Towa Public Emplovees Retirement System (JPERS) which is a cost-sharing
muitiple-employer defined benefit pension plan administered by the State of Towa. IPERS provides
retirement and death benefits which are established by State statute to plan members and beneficiaries.
IPERS issues a publicly available financral report that includes financial statements and required
supplementary information. The report may be obtained by writing to [PERS, P.O. Box 9117, Des Moines,
Towa, 50306-9117,

Ptan members are required to contribute 3.90% (3.70% through June 30, 2007) of their annual covered
salary and the Utility 18 requived to contribute 6.05% (5.75% through June 30, 2007y of annual covered
payroll. Contribution requirements are established by State statute. The Utility’s contmibution 1o IPERS for
the years ending December 31, 2007, 2000, and 2005, were $12,188, 310,015, and $10,135, respectively,
equal to the required contributions for each year.

18



9.

LAURENS MUNICIPAL LIGHT AND POWLER PLANT
INOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2007 AND 2006

RISK MANAGEMENT

Laurens Municipal Light end Power Plant is exposed 1o vanious risks of loss retated to torts; thelt, damage 1o
and destruction of assets; errors and onussions; mjuries o employees; and natural disasters. These nisks are
covered by the purchase of commercial insurance. The Utility assumes Hability for any deductibles and
claims in excess of coverage hnntattons.  Settled olanms Gom these risks have noi exceeded commercial
insurance coverage in any of the past three fiscal vears.

SIGNIFICANT AREA CONCENTRATION OF CREDIT RISK

The Utility extends credit to its customers on terms no more favorable than standard terms of the industry it
serves. A substantial porbien of the Utihity's customers are located in Laurens, lowa, The Utility's credit
risks have been anticipated and management believes that adeguate provision has been made for doubtful
accounts.

RELATED PARTY TRANSACTION

Pursuant to Towa Code Chapter 28E.18 concerming the joint use of facilities through sharing agreements, the
Laurens Municipal Light and Power Plant and the Lavrens Municipal Broadband Communications Utllity
have entered into an agreement whereby the Communications Utility shatl pay the Electric Utility the sum of
175,000 on or before the first day of June cach year for the use of a portion of the Communications
chstribution system for the previous calendar year. The term of this agreement is torty years and the
payments are due June !, of each year.
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HUNZELMAN, PUTZIER & Co., PLC
CERTIFIED PUBLIC ACCOUNTANTS

JEFFORY B STARK, CLPA,

KEITH €. GERMANN, P A,

RICHARD R MOGRE, CPA,

WESLEY . STILLE, C.F.A (RETIRED?
KEMNETH A. PUTZIER, C.FP.A (RETIRED)
Wi HUNZELMANM, C P4 12211807

3100 WEST MILWALKER
STORM LAKE, IDWA 50598
F1R-7AR-AEB3
FAX 712 732-A66E
infe@hpeoopa.com

Board of Trusiees
Faurens Mumcipal Light and Power Plant
f.aurens, fowa

The primary purpese of our examination was to formulate an opinion on the finuncial statements taken as a
whole. The addional information presented i the follewing pages was prepared on the basis of audit procedures
apphied i our examination of the financial staterments. This information, while not considered necessary for fair
presentation of the financial statements is, in our opinion, fairly stated in all material respects when considered in
refation to the financial statemenss taken as s whole.

A
/ rnsplin Fadae 5 (o
June 22, 2008 - /p e 7
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LALRENS MUNICIPAL LIGHT AND POWER PLANT

STATEMENTS OF OPERATIONS

YEARS ENDED DECEMBER 31, 2007 AND 2006

OPERATING REVENEUIS
Sales of electrical energy:
Residential
Commercial
Resale
Marathon
Forfeited discounts
Sales of steam
Miseellancous
Toinf use agreement
Total operating revenue

OPERATING EXPENSES
Iurchased energy

Generating plant - local:
Operating supervision and fabor
Fuet
Operating supplies
Bbaintenance and repairs
Butidings and grounds
matttenance and repars
Depreciaiion
Total local generating plant expenses

Generating plant - Neal 4

Fuel
Mamtenance and repairs
Cperating

Property taxes
Depreciation
Other
Total Neal 4 generating plant expenses

Distribution systen: - eleciric:
Line and station supervision and tabor
Lme and station supphies and expense
Street lighting and signals
labor and expense
Customers’ instaliation expense
Miscellaneous distribution expense
Mainterance of lines
Maintenance ot line transformers
Mamntenance of street highting and
signal systems
Mamtenance of meters
Depreciation
Total electric distribution expense

Electnic

Electrie
Commumcations

Total

2006
Total

§ 645,355 $ - $ 645355 % 576,587
911,709 ; 911,709 811,545
463,335 ; 463,335 414,560

94,263 ; 94,363 96.937
4,567 . 4.567 3,574

11,536 . 11,536 10,969

308 - 308 ;

; 175,000 175,000 165.000
2,131,173 175,000 2,306,173 2.079.172
1,147.025 - 1,147,025 1.014.615

23.024 23,024 23,029
4,765 ; 4.765 5.861

639 . 689 888

556 . 556 1,300

5,973 5,973

3.930 . 3,930

38,917 - 38,937
222,475 ; 222 475 192,350

48,081 _ 48,081 53.438

53,173 . 53,173 56,108

31,224 - 31,224 18,711

62,767 - 62,767 62.476

14,288 - 14,288

432.008 _ 432,008 -

12,715 12,715 11,509
1,052 1,052 293
1,059 . 1,059 261

14.129 ) 14,129 10,170
1,982 . 1,982 2,171

28,200 ; 28,200 27,894
1,793 . 1,793 4,976
8,174 . 8,174 3,088
1,910 - 1,910 7,993

49533 - 49,533 50,353

120,547 . 120,547 118,708
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LALRENS MUNICIPAL LIGHT AND POWER PLANT
STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31 2007 AND 2006

Electric 20006
Electric Communicahons Total Total
QPERATING EXPENSES - (Continued)
Disiribution system - comumunicanions:
Line and statton supervision labor $ - b 957 b 957 S 544
Operating supplies and expense - 4,364 4364 3,731
Customers” installation expense - 22,370 22,370 22,059
Line maintenance - 3,563 3,563 3,499
Nedes, amps, and peds maintenance - 0,925 6,925 11,147
Volce port mamlenance - 1,786 1,786 1,638
Property taxes - 2,347 2,347 10,422
Depreciation expense - 177012 177.012 163,076
Total communications
distribution expense - 219324 219,324 216116
Transmussion system:
Amortization 4,844 - 4,844 4.844
Depreciation 59,006 - 59,006 55,724
Capacity assignment costs 26,347 - 26,347 25380
Other 31.537 - 31,537 30,608
Total transmission system expenses 121.734 - 121,734 116,616
Clustomers' accounis expense:
Bad debt expense 6,000 - 6,000 3,808
Meter reading labor 6,274 - 6,274 . 0,276
Total gustomer accovnts expense 12,274 - 12,274 10,168
Adwinistrative and general expense:
Adminmstrative and general salaries 77,956 - 77,956 66,832
Conservation expense 11,002 - 11,002 4 {309
Office supplies and postage 8.24¥ - 8,248 9270
Audits, legal, and consultation services 11,196 - 11,196 15,591
Property insurance 9,759 - 3,759 10,115
Compensation msurance 4,134 - 4,134 4,796
Employees’ group msurance 26,630 - 26,630 23,8064
Trustees’ fees 260 - 900 900
Dues and subscriptions 5.010 - 5,010 5,720
Franchise requirements - cash
payments to City of Laurens 30,0600 - 30,000 30,000
Franchise requirement - cost of
services to City of Laurens 15,064 - 15,064 6,557
Legat publications 2,323 - 2,123 1,902
Advertising and promoiion 2,370 - 2,370 1,806
Convention, meeting, and travel expense 1,424 - 1,424 4,071
Depreciation 9237 - 9,237 8,202
Bank service charges 271 - 271 859
Motor vehicle and work equipment expense §2,450 - 12,456 19,187
Miscellaneous 0,204 - 6.204 3,445
Total adminustrative and general expense 234 (344 - 234 (344 216366
Total operating expense 2,106,569 219324 2.325 893 2.137.947
Income (loss) from operations 24,604 {44,324 £19,720) {58,775y
(Continued)



LAURENS MUNICIFAL LIGHT AND POWER PLANT
STATEMENTS OF QPERATIONS
YEARS ENDED DECEMBER 31, 2007 AND 2006

Flectric 2006
Elecine  Communicaiions Tolal Total
OPERATING REVENUE AND
LNSTE
Revenues from merchandising $ 32480 $ 33m32
Costs of merchandising 26410 25,128
Gross profit 6,070 8,804
Interest earned on investments 125152 118,260
Amortization of bond issue costs (2,406} {2,400)
Interest expense (79,012) {(87.831)
Deferred patronage allocations 6,80 6,356
Mon-operating meome 56,606 43,183
Net income (loss) § 36 886 $ (15592}
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Halance
January 1,

Total electric plant in serviee

Construction in progress 32,955
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Total utihty plant $4.426.0
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LAURENS MUNICTIPAL LIGHT AND POWER PLANT
COMMENTS ON BALANCE SHEET
DECEMBER 31, 2007

CAPTTAL ASSETS

Cost £6.426 063
Accumulated Depreciation 2892471 $3.833,892

Details of the utility plant are shown in the preceding schedule.

PLANT ACQUISITION COSTS 5. 20829

The cost of acquiring the Common Transmission System is bemg amortized over the remaming usetul life of
the transmission sysiem.

NOTES RECEIVABLE - NON-CURRENT PORTION $ 563425

This balance consists of the non-current portion of a note receivable from the city of Marathon and the Laurens
Industrial Foundation, Inc. See Note 6 for details.

COMMON TRANSMISSION SYSTEM - CAPITAL IMPROVEMENT FUND 5221021

This account is cwrrently used to record funds depostted with NIMECA to be used for future construction
and/or maintenance of the common transmission system.

[INVESTMENTS § 200000
This balance consists of the following:
Interest Costand  Maturity
Description Date Due Rate Book Value  Value
Lawrens State Bank, Laurens, lowa
Certificate of deposit 82107 2-21-09 525% 5200000 5200000
BOND ISSUANCE COSTS 5...16.042

Legal fees and other expenses associated with the issuance of the electric revenue notes are being amortized on
the straight line method over the term of the bonds.

BOND IMPROVEMENT FUND § 100,000
This balance consists of the following:
Interest
Kate Amount
Laurens State Bank, Laurens, lowa
Super NOW account 1.00%  S100.000



BOND RESERVE FUND

This balance consists of the followmg:

Costand  Malunity
Book Value  Value

$200,000  $200,000
73,500 _ 73.500
$273.500  $273.500

Anmouni

540487

$__700.000

Cost and Maturity
Book Value Vaiue

Interest
Description Date Due Rate
Laurens State Bank, Laurens, {owa
Clertificate of deposit 0-13.07  6-13-08  53.25%
IPAIT Savings Account 4.79%
BOND RETIREMENT SINKING FUND
This balance consists of the following: Interest
Rate
Laurens State Bank, Laurens, Towa
Super NOW account 10O
DEFERRED PATRONAGE REFUND RECEIVABLE
The following is a summary of the deferred patronage due from NIMECA:
Year Amount
1993 o458
1996 2,776
1697 2817
1998 3,048
1599 2,032
2000 1,863
2001 1,948
2002 2,555
2004 5,715
2003 411K
20086 6,356
2007 6,801
H40.487,
TEMPORARY CASH INVESTMENTS
Thas balance consists of the following:
Interest
Deseription Date Bue Rate
Laurens Staie Bank, Laurens, fowa
Certificates of deposit B-19-06 2-19-08  550%
5-19-06 51908 5.40%
5-04-07 5-04-08  5.10%
6-21-07 32108 5.30%

$100,000  $100.000
200,000 200,000
200,000 200,000
200,000 200,000
$700,000  §700,000




ACCOUNTS RECEIVARBLE 8 317623

This balance consists of the followmg:

Accounts recetvable - merchandise S 846
Accounts recervable - energy:
November 15, 2007 - December 15, 2007 and past due 239914
December 15, 2007 - December 31, 2007 72200
Resale - Marathon B n43
328,625
Less: Reserve for uncollectible accounts 11004
$317.625

NOTES RECEIVABRLE - CURRENT PORTION . 7.066

This balance consists of the current portion of & note receivable from the city of Marathon. See Note 6 for
details,

JOINT USE CONTRACT RECEIVABLE $ 175,000

This balance consists of the amount due from Laurens Municipal Broadband Communications Utitity for rent
of the distribution gystem.

INVENTORIES $ 151,310

This mventory of material and supplies is based on a physical count taken as of December 31, 2007, and
consists of the following:

Material and supplies - Laurens $ 54,239
CGenerating supplies - Laurens 9,516

Share of coal, oil, and SO2 allowances - Neal 4 87.555

ACCRUED INTEREST RECEIVABLE $ 42420

This balance represents interest carned but not recetved on investments at December 31, 2007.



PREPAID EXPENSES
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This balance consists of the following:

Prepaid insurance

Prepaid operations for Neal 4 generating plant

S 4410

The following 15 a summary of the Jocal msurance coverage:

Kind
Comprehensive general
Liability

Emplovee Benetit
Automobiic

Blanket Position Bond
Fire and extended coverage

Worker's Compensation
Umbzrella Frability

Errors and Omisgions

Iniand Marine
{$230 deductibie)

S1.527
$35.937
Coverage Amount

General Aggregate 52,000,000
Each Occurrence 1,000,600
Fire Damage £100.000
Medical Expense §3,000
$100,000
Liability $1,006,000
Uminsured motorsst $500,000
Underinsured motorist 500,000
Medical payments $5,000
Comprebensive Actual cash value
Collision Actual cash valae
(94 Chevrolet Piekup, 91 Chevrolet Pickups) Less $100 deductible
(67 Ford Truck, 73 Chevrolet Truck) Less 51,000 deductible
mplovee dishonesty $150.0600 cach
Buldings & contents - Generating $1,329.034
Fuel Oif Tanks & Contents $28,966

[rast and West subsiations and contents,
switchgear and transformers 52,534,601
Warehouse and contents 5123879
Garage and contents $153,697
Cable television tower $166,213
Headend tuilding and confents $374,343
Satellite dishes $47.671
Power supplies, nodes, amplifiers 5264,198
$500,000
£2.600,000
$10.000 retained
$1,000.000
$2,000 deductible
70 Fohn Deere Tractor £1,400
Electromic Data Processing bquipment $6.,397
Electronic Data Processing Data & Media $25,300
Lacator/detection device %6,550
Candux rudder tape £1,250

This schedule is presented for information purpeses only and no opinton s expressed as to the adeguacy of

COvVerage.
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ELECTRIC REVENUE BONIS

$51.221.449

In Fuly 1999 the Utility issued electric revenue bonds to finance the construction of a communications systent,

The details are as follows:

Total bond procesds

Less: Unamortzed discount
Current maturities
Previous payments

Total long-term debt

DUE O COMMUNICATIONS UFTTLITY

(205,000
(1,420,000

)
51,221,449

This balanee consists of amounts borrowed from the communications utihity.

ACCOUNTS PAYABLE

This balance consists of the following:
Western Area Power Admamstration -
December 2007 power bill
NIMECA - December 2007 power bill
Neal 4 coal purchase
Alliant Energy - capaciiy assignment costs
Laurens Plumbing - repaws/maintenance
Vartous, each less than $1.000

CUSTOMER DEPOSITS

§ 126,870

b 27.122

74,689
14,192
9.079
1.006
8. 18557

Deposits are required of all new customers. These are refunded after one vear of paying their bills when due.

OFHER CURRENT AND ACCRUED LIABILITIES

This balance consists of the followmg rtems:

Accrued property taxes payable
Accrued vacations, payroll, and benefits
Payroll taxes withheld and accrued
Sales tax payable
Accrued interest pavable

NET ASSETS

Followmg is a summary of the changes in this account during 2007:
Balance, Jamuary 2007
Change m net assets
Residual equity transter to city - funding

Residual equity transfer to city - donation

Balance, December 31, 2007

$ 33,000
8,376
3,292
6,395

$4,865,089
36886
{100.000)
. A3L422)

24,774,233
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Lavrens Municipal Light and Power Plant
Laurens, lowa

We have audited the sccompanying financial statements of Laurens Municipal Light and Power Plant, o of
and for the year ended Deceber 31, 2007, and have issued our report thereon dated June 23, 2008, We
conducted owr audit w accordance with VLS. generally accepted auditing standards and the standards applicable
to financial audits contained in Government Auditing Standards, 1ssued by the Comptroller General of the United
States,

internal Confrol Over Financial Reporiing

In planning and performimg our audit, we considered the Utility’s internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing our opinion on the effectiveness of the Utiliny’s internal control
over financial reporting. Accordingly, we do not express an opinton on the effectiveness of the Utility's internal
conirol over financial reporting.

Our conswderation of internal control over financial reporting was for the iimited purpese described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that mught be sigmibcant deficiencies oc material weaknesses.  However, as discussed bhelow, we
identified cerfam deficiencies in internal control over financial reporting that we consider to be significant

deficiencies and other deficiencies we consider to be material weaknesses.

A control deficiency exists when the design or operation of the control does not allow management or
cmployees, 1 the normal course of perforrmng their assigned functions, to prevent or detect misstatements on a
timely basis. A significant delwiency 15 a control deficiency, or combination of control deficiencies. that
adversely affects the Utility’s ability to initiate, authorize, record, process, or report finznciai data reliahly
accordance with U8, generally accepted accounting principles such that there is more than a remote likelihood a
misstatement of the Unility’s financiat statements thaf 15 more than inconsequential will not be prevented or
detected by the Unlity’s internal control. We consider the deficiencies in internal contro! described m the
accompanying Schedule of Findings to be significant deficiencies in internal sontrol over financial reportmg,

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelithood a material misstateraent ol the financial statements will not be prevented or
detected by the Utility’s internal control,

Our consideration of the imernal corirol over fimancial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal contro} that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that
are also considered 10 be material weaknesses,  However, of the significant deficiencics described in the
schedule of Findings, we believe items (A and (8 are matevial weaknesses.

32



Compliance and Chher Matters

As part of obtaining reasonable assurance about whether the Utility’s financial statements are free of material
nussiatement, we performed tests of its compliance with certain provisions of laws, regulations, and contracts,
noncompliance with which could have a direct and matenal effect on the determination of financial statement
amounts. Iowever, providing an opinion on comptiance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opmnjon.  The results of our tests disclosed ne stances of
noncompliance or other matters that are required 1o be reported vnder Government Awditing Standards. However,
we noted a certain immaterial instance of non compliance or other matter that 15 deseribed in the accompanying
scheduale of findings.

Comments involving statutory and other legal matiers about the Utility’s operations for the year ended
December 31, 2007, are hased exclusively on knowledge obtained from procedures performed during our audit of
the financial statements of the Utility. Since our audit was based on tests and samples. not all transactions that
might have had an impact on the comments were necessarily audited. The comments involving statutory and
other fegal matters are not intended to constitute legal interpretations of those statutes.

The Utility's responses to findings identified in our audit are described in the accompanying Schedule of
Findings. While we have expressed our conclusions on the Utility's responses, we did not audit the responses
and, accordingly, we express no opinion on them.

This report, a public record by law, is intended solely for the information and use of the officials, employees,
and citizens of Lawrens, Iowa and other parties to whom Laurens Municipal Broadband Communications Utihity
may report. This report is not intended to be and should not be used by anyone other than these specified parties.

We would like fo acknowledge the many courtesics and assistance extended to us by persormel of the Utthty
during the course of our audit,

Should you have any questions concerning any of the above matters, we shall be pleased {o discuss them
with you at your convenience.

% ﬁ’:‘t,- f/ﬁ" .

June 23, 2008
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LAURENS MUNICIPAL LIGHT AND POWER PLANT
SCHEDULE OF FINDINGS

YEAR ENDED DECEMBER 31, 2007

TFindines Related to the Financial Statements

INSTANCES OF NONCOMPEIANCE:

No matters were noted,

SIGNIFICANT DEFRICIENCIES:

(A)

(53)

Segregation of Duties -~ One important aspect of internal control is the segresation of duties among
emplovees o prevent an individual employee from handling dubies which are meompatible, We
noted that bank deposils, opening mail, recording recepts and disbursements, checks and payroil
preparation, and bank reconciliations are all handled by two indivicduals,

Recommendation - We realize that with a limited number of office employees, segregation of duties
is difficult. However, the Utility should review its control procedures to obtain the maximom mtemal
control possible Lmdm the clreumstances.

> - The Board of Trostees along with the General Manager will review the Opaneal
staterments md internal control procedures, m detatl, every month, The duties of opening mail, bank
deposits, recording receipts and disbursements, bask reconciliations and payroll preparation will be
monitored daily by the General Manager. The Utility will continue to require two {2) signatures on
atl check disbursements.

Conclusion - Response acceplted.

Financial Reporting - We noted that while management is capable of preparing accurate financial
statements that provide information sutficient for Utikity board members to make management
desisions, reporting financial data rehably i accordance with UL.S. generally accepted accouniing
principles (GAAP) requires management to possess sufficient knowledge and experiise to select and
apply accounting principles and prepare year-end financial staterments, including footnote disclosures.
Management presentty lacks the gualifications and trairing to appropriately fulfil these
responsibitities, which is & common situation in small entities.

Recommendation - Obtaiming addivonal knowledge through reading relevani accounting literature
and attending local professional education courses should help management significantly improve in
the ability to prepare and take responsibility for reliable GAAP financial statements.

esponse - The Utihty will work to obtain additional taming for our staft in order to imwrove our
a nhﬁy to prepare reliable monthly finsncial statements. The Utility will continue to work with our
auditors on a monthly basis m order to keep our records up o date,
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Other Findines Related 1o Statutory Reporting

6.

Chapter 384.20 of the Code of Jowa states in part that public monies may not be expended or
encumbered except under an annual or continuing appropriation,

Recommendation - The budget should have been amended in sufficient amounis in accordance with
Chapter 384.18 of the Code of Towa before cxpenses was aliowed to exceed the budget.

Response - The Board of Trustees along with the (reneral Manager will review the budget and
monthly {inancial statements, in detail, every maonth.

Cuestionable Expenditures - We noted no expenditures which may not meet the regumrements of
public purpose as defined in an Attorney General’s opimon dated Apri 25, 1979

¢ - No expenditures of Utihity money for travel expenses of spouses of Utility otficials

Travel :
were noted.

or emplove

Business Transuctions - We noted 1o business transactions between the Utility and URility officials or
eraployees.

Bond Coverage ~ Surety bond coverage of Utility officials and emplovees is in accordance with

statutory provisions.  The amount of coverage should be reviewed annually to insure that the
coverage 18 adequate for current operations.

Trustee minutes but were not,

Revenue Bonds - The Utility has established the sinking and reserve accounds required by the electrie
revenue bond resolution,

Deposits and Investments - We noted no mstances of non-complhiance with the deposit and investiment

provisions of Chapter 121 and 12C of the Code of Tows,



